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Nowadays, the government environment is identified as an important external 
environment to Private Enterprises in the process of our country's economic 
transformation. To establish political connection widely has become a social hot spot. 
What are some reasons that Private Enterprises establish political connection far and 
wide? What they benefiting from the political connection and the relationship between 
political connection and corporate performance? They all become the important 
questions need us to answer. 
 First, this paper introduced the background and the main way that the Private 
Enterprises establish political connection. Then explained the reasons why the Private 
Enterprises establish political connection using resource dependence theory, public 
choice theory and rent-seeking theory. Second, this paper researched the impact of 
political connection to debt financing and business performances of the Private listed 
corporations ,using panel data of the direct IPO Private listed corporations (without 
finance company)over the period of 2006-2009. In order to inspect the multivariate empirical 
results between Private Enterprises political connection and corporate performance. 
During the empirical analysis, this paper gave two kinds of definition about 
political connection according to the different ways how the political connection established. 
First: the Executives once were government officials. Second: the Executives 
participating politics, to be deputies to people’s congresses or members of the CPPCC 
National Committee. Then we made use of the company's asset-liability ratio and 
debt-to-long capital ratio to measure the company's debt financing level. In order to reflect the 
corporate performance more comprehensively, we put assets net profit margin、
earnings per share、PB、the net profit of operating income、cash flow from operations 
as the evaluation index . Then we analyze the impact of political connection to debt 
financing and business performances in each definition. Some major findings of this 
paper are listed as follows. First, if we don’t distinguish the political connection or 
defined it as the second, the political connection has little or no effect on debt financing. 














were government officials.Second, in the area where system is backward and   
government intervention is excessive, the executives once were government   
officials will increase the company's debt financing level more than other areas. Third, 
no matter how to define the political connection, there is little or no impact on 
corporate Performance. That means that when the Private Enterprises benefited from 
the political connection, they must to pay a price. 
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